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These are the duties of the firm's National Accounting 
Staff—some 20 men and women, highly trained in ac-
counting and auditing concepts and experienced in their 
application to everyday practice. 
Working out of Chicago, New York, Washington, Kan-
sas City and San Francisco, the staff spends its more-than-
busy days answering questions, anticipating and resolving 
new problems, adding to the accounting literature. 
Officially, the job of the national staff is to answer ques-
tions from our audit people around the country, turn out 
a constant stream of technical publications on new develop-
ments and special problems, support the firm's partners 
who serve on key posts in professional associations, and 
work on the problems which occur when a client gets into 
trouble—from the first hint that a problem is coming until 
it is resolved. 
Unofficially, the national staff is the place to go when 
there is just no answer to a complicated accounting problem. 
The staff consists of a permanent cadre of experienced 
partners and managers working with a group of audit people 
who come from field offices for a one-or-two-year assign-
ment. This rotating program has a number of very positive 
benefits—it brings a continued fresh outlook to the staff 
and helps disseminate the accumulated experience from 
the national staff to the field offices. 
The following story traces the Chicago staff's part in a 
problem posed by an imaginary client of an imaginary 
Touche Ross office. 
F e b . 3 / 1 0 : 1 5 
Bob Sack answered his phone, as he had done several 
times already that morning. On the other end was Tom 
Ross, partner in a newly merged office in Indianapolis. 
"How are you today, sir," Sack answered, "How are 
things in Indianapolis?" 
"Fine, Bob. Our practice continues to grow. In fact, 
that's why I'm calling you today—we'd like to accept a 
new client—an expansion team of the International La-
crosse League called the Indianapolis Indians. The team 
promoters are in a real hurry because they want to make 
a public offering of the club's stock so they can be ready 
to go when the season opens." 
"What we want to do," Tom went on, "is alert you 
to the situation and get your unofficial opinion as to 
whether we should expect any delays." 
"Okay . . ." said Sack, "What does your investigation 
show?" 
"The principals look good: sound business reputation. 
The enterprise has a good structure and has good capi-
talization to stand the first couple of years in the cellar. 
The promoters are not out to make a quick killing, and 
they are willing to let the public in at pretty much the 
same price they paid. Their legal support is good; under-
writers are well established and respected. Overall, the 
management looks fine," Tom said. 
"All right. I can't see any problems here. Looks like 
you covered all the key points," Sack returned. "You get 
the documentation of your investigation to us as soon 
as possible. If it all checks out, we'll get the package 
off to Mr. Trueblood right away. You can begin the work 
if you have to, but you ought to be prepared to back 
away if something comes up. If you do start to work, let 
the client know that our investigation is still under way," 
Sack cautioned. 
F e b . 5 
Chairman of the Policy Group, Robert M. Trueblood, 
reviewed the material from Indianapolis and the draft 
letter of acceptance prepared by the National Staff. He 
officially approved acceptance of the Indianapolis In-
dians as a client and sent the approval to Indianapolis. 
Later that day a standard memo went out to all part-
ners informing them the firm had accepted as a client 
the Indianapolis Indians and telling them to divest them-
selves of any financial interests they might have in the 
team and to remove themselves from any connection 
that would impair the firm's independence with respect 
to the new client. 
F e b . 1 8 / 2 pm 
A call came to Clayton Ostlund, Associate Director 
of Accounting and Auditing, while he was conferring in 
his office with national staffman Hans Shield. It was a 
conference call from Tom Ross and regional representa-
tive Ray Perry, who was working in Kansas City. 
5 
"Clayt, we have some problems with the Indianapolis 
Indians' audit," Tom said. "Are you familiar with them? 
You know, they're the lacrosse team that just engaged 
us." 
w :- • J i l l 
"We're somewhat familiar with them," Ostlund an-
swered, motioning Shield to stay, "What's your prob-
lem?" 
"I've been talking with Ray and we have a couple 
of problems we can't settle. You know neither of us 
has handled a professional ball club before and we can 
offer some thoughts, but we'd like your ideas," Tom said. 
"First, let us give you some background," Perry began 
as Shield took notes. "This was the situation when Tom's 
audit people went to work. First, the team's promoters 
had committed themselves to three types of expendi-
tures: They were to put $1,500,000 into a player pool for 
20 player contracts; they paid a franchise fee of $50,000 
to the league for the rights to participate in league play; 
they paid two years' advance rent to the city as part of 
their five-year lease on the Municipal Stadium. 
Tom continued, "They collected $50,000 in advance 
ticket sales. The advance sale was only moderately suc-
cessful, at least compared to the promoters' expecta-
tions." 
"Third," Ray went on, "the promoters sold the con-
cession rights to all home games for $50,000 cash—with 
the added stipulation that the club would receive five 
percent of all concession revenue in excess of $50,000 
in one year. The agreement is to run for five years and 
is to be re-negotiated at the end of that time. The lump-
sum payment has already been received and invested 
in CO's." 
"What does the client want to do?" Shield asked. 
"He hasn't established any accounting policies yet, 
and has asked us to advise him on how to account for 
these three items," Ray answered. 
"Are there any other problems?" Ostlund asked. 
"Yes," Tom came back. "The controller was con-
cerned about controlling cash receipts from daily ticket 
sales. They have set up some basic programs, but they 
wanted us to look them over. 
"Finally, the client has been in business for only six 
months, so he'll have to file an S-2 for the public offer-
ing. The client's attorney has asked us what statements 
and schedules should be included in the filing." 
"I have to take another call," Ray interrupted himself. 
"Tom will tell you what his people came up with." 
"A couple of the staffmen researched our firm man-
uals and some other sources and gave us some help," 
Tom began. 
"They found that there are two acceptable ways to 
account for the cost of player contracts: Some profes-
sional teams expense contract costs immediately and 
some amortize them over five years or so. 
"And they found that several other local groups have 
agreements with the same concessionaire that tied up 
with the Indians. However, only a few of these other 
agreements called for a single, lump sum payment. They 
provided instead for the concessionaire to pay ten per-
cent in excess of a stated amount." Tom said. 
"As to cash receipts from advance ticket sales—we 
feel they clearly represented deferred income and 
should be set up and amortized over the playing sea-
son," Tom concluded. "But, as you can see, we did not 
answer everything, so I went to Ray for help. 
"He knew of several other partners who handled pro-
ball teams, and he put me in touch with them. They sent 
us several audit programs which helped us plan our 
work and gave us some good ideas on systems of in-
ternal control regarding the window ticket sales," Tom 
said. 
"And Ray has worked closely before with S-2 filings 
and guided us with the research we needed to do to 
prepare the statements. You know, you don't come 
across these too often, do you?" he added. 
"After a couple of conversations, Ray and I agreed 
that the franchise fee represented a good asset with 
probably a continuing value, perhaps even a market 
value. We agreed to recommend to the client that the 
amount be recorded as an asset and that no amortiza-
tion be taken until there was evidence to indicate that 
the value of the franchise had declined. 
"But as you can see, we have not been able to develop 
clear cut answers to the other questions. So here's what 
we have for you. 
"Regarding the accounting for expenditures as to the 
players' contracts, which of the two alternatives do you 
think preferable—immediate expensing or capitaliza-
tion with a specified amortization?" Tom asked. 
"Should we treat the lump sum payment from the 
concessionaire as income this year, or should it be 
amortized over the life of the contract? We think it 
should be recognized as income, but since it is such an 
unusual item, we'd like to hear your thoughts." 
"Does the contract state whether payment is refund-
able for any reason? Shield asked. 
"The contract clearly states that the payment is not 
refundable for any reason in whole, or in part; however, 
the concessionaire has the right to handle the sale of 
all merchandise, food and drink in connection with any 
club activity," Tom answered. 
"Let us think on it," Shield returned, "But get off a 
memo documenting the problems you've given us and 
. . . send us a copy of the appropriate sections of that 
contract . . . of the concessionaire. We'll get back to you 
tomorrow." 
contract problem. He suggested that other staffmen, 
Homi Gandhi and Irwin Cohen, cover the firm's account-
ing and auditing subject file, the accounting and audit-
ing inquiring records, the Microfiche service and other 
resources of the National Staff library and take another 
look into the firm's technical publications. 
F e b . 1 9 / 1 1 : 0 0 am 
Leary, Gandhi and Cohen reported to Shield. 
"We don't find any clearcut answers to the problem." 
Leary gave the summary of the findings of the three, "but 
our research suggests that it seems preferable to capi-
talize the cost of the contracts—preferably by assigning 
amounts to individuals players and amortizing the costs 
over a reasonable period." 
"The length of the amortization period and a specific 
method of applying the policy will have to be determined 
by the people in Indianapolis, working with the client," 
Gandhi added. 
On the way back to his office Shield asked Mike 
Leary to go to the NA&A Library to research the player 
With this information, Shield called in Mort Poloway 
and Perry, who was in Chicago for a day, to go over what 
the younger staffmen had turned up. Because of the 
heavy commitments made to date and because of the 
somewhat uncertain start in ticket sales, they decided 
that it might be necessary to qualify our report—"sub-
ject to" the club's ability to achieve profitable opera-
tions. 
They also agreed that there might be considerable 
tax savings if the deferred costs were written off im-
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mediately for tax purposes. Should the client follow this 
tack, then of course, it would be necessary to provide 
deferred taxes for the book-tax differences. 
On the question of the lump sum payment from the 
concessionaire, the men agreed that under the terms 
of the contract, the client was entitled to the entire sum 
without regard to future events. The payment had been 
received and there appeared to be no circumstance 
which would require a refund. Considering all of the 
facts involved, there was no logical reason why the 
payment should not be considered as income in this 
current year. They also agreed that the financial state-
ments must naturally disclose all of the significant terms 
of the contract-
Shield outlined the conclusions to Ostlund, who con-
curred; then he and Perry put in a conference call to 
Tom Ross in Indianapolis. 
Shield and Perry told what the staff had come up with, 
and all agreed with the recommendations. Tom Ross 
said that he would discuss these conclusions with the 
client. 
"And you'll keep us posted?" Shield asked. 
"As usua l . . . and you might get started on scheduling 
a cold review for the client," Tom said. 
Then Shield, Perry and Sack left for lunch and discus-
sion of another problem that had come in to Sack while 
the others were working on the Indians. 
Early that afternoon Bonnie Linneman found a cold 
reviewer—an experienced auditor who had no prior 
dealings with the Indianapolis Indians but has knowl-
edge of audit procedures for professional sporting teams 
—to fly to Indianapolis that week to review the audit 
papers before the S-2 was filed. 
This cold review procedure is the firm's final quality 
check which is required before any public filing. 
At a later staff meeting, the group discussed the case 
and decided that it had been an interesting situation and 
that there was enough potential application of the prin-
ciples involved to write it up as a Topical Index Docket 
—one of the firm's technical publication series. Marjorie 
June was assigned to write the docket and talked with 
the Indianapolis partner to obtain additional details and 
the complete results of the meetings with the client. 
A copy of the docket was sent to all USA and Cana-
dian offices, to become a part of the ready-reference 
Topical Index System. 
As we have said, the client, the office, and even the 
accounting and auditing problems we have reviewed in 
this story, are imaginary. The activities and procedures 
of the national staff, however, are pretty much as we 
have described them. The resources of the national staff, 
its library, its information files and the experience of its 
people, are available to service any office, for any client 
need. 
